BOEHM, KURTZ & LOWRY

ATTORNEYS AT LAW
36 EAST SEVENTH STREET
SUITE 1510
CINCINNATI, OHIO 45202 JAN 2 8 e
TELEPHONE (513) 4212255 o

PUBLIC 51

COMMISS

TELECOPIER (513) 421-2764

Via Overnight Mail

January 22, 2013

Mr. Jeff Derouen, Executive Director
Kentucky Public Service Commission
211 Sower Boulevard

Frankfort, Kentucky 40602

Re: Case No. 2012-00535

Dear Mr. Derouen:

Please find enclosed the original and ten (10) copies of the MOTION OF KENTUCKY
INDUSTRIAL UTILITY CUSTOMERS, INC. FOR BIG RIVERS ELECTRIC CORPORATION TO
FILE CORRECTED NOTICE for filing in the above-referenced matter.

By copy of this letter, all parties listed on the Certificate of Service have been served. Please place these
documents of file.

Very Truly Yours,

PO A

Michael L. Kurtz, Esq.
Kurt J. Boehm, Esq.
BOEHM, KURTZ & LLOWRY

MLKkew

Attachment

cc: Certificate of Service
Quang Nyugen, Esq.

GA\WORK\KIUC\Kenergy - Big Rivers\2012-00535 (2012 Rate Case)\Derouen Ltr.docx



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing was served by electronic mail (when available) and by
mailing a true and correct copy by regular, U.S. Mail, unless other noted, this 22" day of January 2013 to the

following W / /
Michael L. Kurtz, Esq.
Kurt J. Boehm, Esq.
Mark A Bailey David C. Brown, Esq.
President CEOQ Stites & Harbison, PLLC
Big Rivers Electric Corporation 400 W. Market Street, Suite 1800
201 Third Street Louisville, KY 40202

Henderson, KY 42419-0024
Donald P. Seberger, Esq.

Jennifer B Hans Special Counsel
Lawrence W. Cook Rio Tinto Alcan
Dennis G. Howard, 11 8770 West Bryn Mawr Avenue
Assistant Attorney General's Office Chicago, lllinois 60631
1024 Capital Center Drive, Ste 200
Frankfort, KENTUCKY 40601-8204 Kelly Nuckols
President & CEO
J. Christopher Hopgood Jackson Purchase Energy Corporation
Dorsey, King, Gray, Norment & Hopgood 2900 Irvin Cobb Drive
318 Second Street Paducah, Kentucky 4200 |

Henderson, KENTUCKY 42420
Melissa Yates

Gregory Starheirn Counsel for Jackson Purchase Energy Corporation
President and CEQ 555 Jefferson Street, Suite 301
Kenergy Corp. Paducah, Kentucky 4200

Post Office Box 18
Henderson, Kentucky 42419-0018

Honorable James M Miller

Sullivan, Mountjoy, Stainback & Miller, PSC
100 St. Ann Street

P.O. Box 727

Owensboro, KENTUCKY 42302-0727

Albert Yockey

Vice President Government Relations
Big Rivers Electric Corporation

201 Third Street

Henderson, KY 42419-0024

Burns Mercer

Meade County RECC

P.O. Box489

Brandenburg, Kentucky 40108

Thomas C. Brite

Brite and Hopkins PLLC

P.O. Box 309

Hardinsburg, Kentucky 40143



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION R E f:; E g V E D
: JAN 2 3 2013
IN THE MATTER OF: THE APPLICATION OF BIG RIVERS Case No. 201200535 )5 | & =/ m e
ELECTRIC CORPORATION FOR AN ADJUSTMENT OF : CO va ERVICE
RATES : ~ ISSION

MOTION OF KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC.
FOR BIG RIVERS TO FILE CORRECTED NOTICE

Tab No. 10 of Big Rivers’ rate case filing (Attachment 1) contains its Notice to the public and to the three
Member distribution cooperatives regarding the impact on consumers of its proposed rate increase. That Notice is

incorrect as it significantly understates the percentage increases to the Rural and Large Industrial rate classes.

Big Rivers’ Notice states that the percentage increase to the Rural Class will be 29.4%, and to the Large
Industrial Class 17.9%. These percentages were calculated on Exhibit Wolfram-5, page 1 of 4, which is also
attached to the Tab No. 10 Notice. The percentage increases calculated on this Exhibit significantly understate
the actual percentage increase to each of these two customer classes. The miscalculation stems from completely

ignoring the effect of the Member Rate Stability Mechanism (MRSM).

The MRSM is a bill credit funded from the Economic Reserve which serves to reduce the net effective
rate actually paid by the Rural and Large Industrial Classes. Ignoring the effect of the MRSM incorrectly starts
with a rate which is too high (and one that is not actually paid by consumers), which mathematically lowers the
calculated percentage increase. In other words, the same dollar increase mathematically results in a lower
percentage increase if the starting current rate is too high. Big Rivers’ starting current rate is too high because it

incorrectly ignores a very substantial bill credit.

The misleading nature of ignoring the MRSM can be seen from an examination of Exhibit Siewert-2,

pages 1-2 (Attachment 2). This Exhibit shows the Rural and Large Industrial effective rates for 2013 including all



charges and credits (including the MRSM credit) before the proposed rate increase and after. For January-July
2013 the effective Rural rate averages $45.22/mwh. For the four full months immediately after the proposed rate
increase (September-December) the effective Rural rate averages $62.57/MWh. August should be excluded since
it is a bridge month that includes part of the old rates and part of the proposed. Exhibit Siewert-2 shows that the
true rate increase that the Rural Class will experience is 38.4%, not 29.4% as stated in the Notice.! Using the
same methodology, this Exhibit also shows that the true increase that the Large Industrial class will experience is

27.0%, not 17.9%.°

At page 35 of his Direct testimony Mr. Wolfram explained why the MRSM was excluded from his bill
impact analysis. “All of the calculations I have described so far are gross of the effects of the MRSM. In other
words, the benefits of the MRSM to the Rurals and Large Industrials are not included in the calculations of the
present rates and revenues, proposed rates and revenues, or percentage increases. This is because the Members
receive the benefits of the MRSM today, and will continue to do so after the proposed rates become effective.”
This explanation is not logical and cannot justify a misleading Notice to the public. The Surcredit on the Rural
and Large Industrial bills (which is funded by a surcharge on the Smelters) will also continue after the proposed
rates become effective, and the Surcredit, unlike the MRSM, is correctly included on the Exhibit Wolfram-5 bill
impact analysis. Moreover, the fact that the MRSM is currently effective and will continue under the proposed

rates is a compelling reason to include it in the bill impact analysis, not exclude it.

The public deserves to understand the actual percentage rate increase being proposed. And to provide
that information accurately the starting point of the bill impact analysis must be the effective rates actually being
paid by the Rural and Large Industrial classes. The effective rates that will actually be paid both before and after
any rate increase includes the MRSM. The proposed rate increase to the Rural Class is approximately 38.4% and

to the Large Industrial Class it is approximately 27.0%.

1'$62.57/MWh - $45.22/MWh = $17.35/MWh rate increase. $17.35/MWh/ $45.22 MWh = 38.4%.
2$47.99/MWh - $37.79/MWh = $10.20/MWh rate increase. $10.20/MWh / $37.79/MWh = 27.0%.

-2 .



WHEREFORE, KIUC respectfully requests that Big Rivers be required to file a corrected Notice that

includes the effect of the MRSM.

January 22, 2013

Respectfully submitted,

Dz P AL KT
Michael L. Kurtz, Esq.

Kurt J. Boehm, Esq.

BOEHM, KURTZ & LOWRY

36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Ph: (513)421-2255 Fax: (513) 421-2764
E-Mail: MKurtz@BKLlawfirm.com
KBoehm@BKLlawfirm.com

COUNSEL FOR KENTUCKY INDUSTRIAL UTILITY
CUSTOMERS, INC.
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Big Rivers Electric Corporation
Case No. 2012-00535

Forecasted Test Period Filing Requirements
(Forecasted Test Period 12ME 8/31/2014; Base Period 12ME 4/30/2013)

Tab No. 10
Filing Requirement
807 KAR 5:001 Sec. 10(1)(b)(9)
Sponsoring Witness: Mark A. Bailey

Description of Filing Requirement:

Statement that customer notice has been given in compliance with 807

KAR 5:001 Sections 3 and 4 with a copy of the notice.

Response:
Big Rivers has given customer notice in compliance with 807
KAR 5:001 Sections 10(3) and 10(4). Please see the attached

Certificate of Notice to customers, with a copy of the notice

attached thereto.

Case No. 2012-00535

Tab No. 10

807 KAR 5:001 10(1)(b)(9)
Page 1 of 1
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

In the Matter of*

Application of Big Rivers Electric )

Corporation for a General ) Case No. 2012-00535
Adjustment in Rates )

CERTIFICATE OF NOTICE

To the Public Service Commission, Frankfort, Ky.

Pursuant to the Rules Governing Tariffs (effective June 2, 1982), I hereby
certify that I am President and Chief Executive Officer of Big Rivers Electric
Corporation, a utility furnishing wholesale electric service within the
Commonwealth of Kentucky, which on the 15t day of January, 2013, issued its
Tariff PSC No. 25, cancelling its Tariff PSC No. 24, to become effective February 18,
2013, and that notice to the public of the issuing of the same is being given in all
respects as required by Section 8 of said administrative regulation, as follows:

On the 15th day of January, 2013, the same was exhibited for public
inspection at the office and place of business of Big Rivers Electric Corporation in
the territory affected thereby, to wit, at 201 Third Street, Henderson, Kentucky,
and that the same will be kept open to public inspection at said office and place of
business in conformity with the requirements of Section 8 of said administrative
regulation.

On the 15t day of January, 2013, typewritten or printed notice of the

proposed rates or administrative regulations was mailed to each of the three
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members/customers of Big Rivers Electric Corporation whose rates or charges will
be increased thereby, a copy of said notice is attached hereto and was posted for
public inspection at the aforesaid office and place of business of Big Rivers Electric
~ Corporation.

Given under my hand this 15t day of January, 2013.

W&z%

Mark A. Bailey

201 Third Street

P.O. Box 24

Henderson, Kentucky 42419-0024




B 201 Third Street
% ® P.O.Box 24
' V@Fg Henderson, KY 42419-0024
i i : 270-827-2561
(" € ) ELECTRIC CORPORATION www.bigrivers.com

January 15, 2013

Mr. G. Kelly Nuckols

President and CEO

Jackson Purchase Energy Corporation
2900 Irvin Cobb Drive

Paducah, KY 42002

Mr. Gregory J. Starheim
President and CEO
Kenergy Corp.

6402 Corydon Road
P.O.Box 18

Henderson, KY 42419-0018

Mr. Burns E. Mercer

President and CEO

Meade County Rural Electric Cooperative Corporation
1351 Hwy. 79

Brandenburg, KY 40108

Y

RE: APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES,
P.S.C. Case No. 2012-00535

Gentlemen:

Big Rivers Electric Corporation (“Big Rivers”) gave notice to the Kentucky
Public Service Commission (“Commission™) on December 4, 2012, pursuant to
807 KAR 5:001 Section 10(2), of its intent to file a rate application no earlier
than four (4) weeks from that date. On January 15, 2013, Big Rivers will file
its notice of adjustments to its wholesale electric tariff to become effective
February 18, 2013.

Attached to this letter you will find schedules showing (i) the amount of the rate
change requested in both dollar amounts and percentage change for each
customer classification to which the proposed rate change will apply; (ii) the
present rates and the proposed rates for each customer class to which the
proposed rates would apply; and (iii) the effect upon the average bill for each

Your Touchstone Energy® Cooperative 7%?}?

;? 100% post-consumer recycled paper


http://www.bigrivers.com

Mr. Kelly Nuckols

Mr. Gregory J. Starheim
Mr. Burns E. Mercer
January 15, 2013

Page 2

customer class to which the proposed rate change will apply. The proposed
adjustments in Big Rivers’ wholesale electric rates and tariffs are more fully
described in the copy of the complete filing enclosed with this letter. The
numbers and percentages used in this paragraph are affected by certain
mechanisms or adjustments that have a temporary or limited effect, namely, the
Member Rate Stability Mechanism, Rural Economic Reserve Rider, and Non-
Smelter Non-FAC PPA, all of which are explained in the Direct Testimony of
John Wolfram, Tab. 73 to the application.

The rates contained in this notice are the rates proposed by Big Rivers;
however, the Commission may order rates to be charged that differ from the
proposed rates. Such action may result in rates for members other than the rates
proposed by Big Rivers and contained in this notice.

Any corporation, association, or person with a substantial interest in this matter
may request to intervene, by written request or motion, within thirty (30) days
after the date of mailing of this notice of the proposed rate changes, although
the Public Service Commission may grant intervention beyond the thirty (30)
day period for good cause shown. The request to intervene shall be submitted
to the Kentucky Public Service Commission, 211 Sower Boulevard, P.O. Box
615, Frankfort, Kentucky 40602, and shall set forth the grounds for the request
including the status and interest of the party.

Any person who has been granted intervention by the Commission may obtain
copies of the rate application and any other filings made by Big Rivers by
contacting Big Rivers at the address and telephone number shown above. Any
person may examine the rate application, filed testimony and any other filings
made by Big Rivers at the main offices of Big Rivers, located at the address
shown above, or at the offices of the Commission, located at 211 Sower
Boulevard, Frankfort, Kentucky, telephone number (502) 564-3490.

Sincerely yours,

Mark A Bailey
President and CEO
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BIG RIVERS ELECTRIC CORPORATION

Schedule Showing the Amount of Rate Change Requested in Both Dollar Amounts and
Percentage Change for Each Customer Classification for which the Proposed Rate Change will

Apply
Dollar
Amount of Percentage
Rate Change Change
Rural Delivery Service RDS $ 40,676,278 29.4%
Large Industrial Customer LIC $ 8,247,929 17.9%
Smelters* $25,551,913 15.6%

*The rate for the Smelters is based upon the Large Industrial Customer LIC rate
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BIG RIVERS ELECTRIC CORPORATION

Schedule Showing the Present and Proposed Rates for Each Customer Classification for which
the Proposed Rate Change will Apply

Rate Schedule

Rural Delivery Service (RDS)

Demand Charge
Energy Charge

Large Industrial Customer (LIC)

Demand Charge
Energy Charge

Cogeneration/Small Power Production

Sales — Over 100 KW (QFS)

Demand Charge — Weekly

Energy Charge

Present Rate

$9.5000 / kW / Month
$0.029736 / kWh

$10.5000 / kW / Month
$ 0.024505 / kWh

$2.192/kW / Week
$ 0.029736 / kWh

Proposed Rate

$ 16.9500 / kW / Month
$0.030000 / kWh

$ 12.4100/ kW / Month
$ 0.030000 / kWh

$3.955/kW / Week
$0.030000 / kWh

Note: There are no customers currently served under the Cogeneration / Small Power Production

Sales — Over 100 KW (QFS) tariff.



BIG RIVERS ELECTRIC CORPORATION

Schedule Showing the Effect Upon the Average Bill for Customer Classification for which the
Proposed Rate Change will Apply

Rural Delivery Service (RDS)

Large Industrial Customer (LIC)

Smelters*

Average Average
Bill at Bill at
Present Proposed Dollar Percent
Rates Rates Change Change
$ 3,836,697 $ 4,966,593 $ 1,129,897 29.4%
$ 191,934 $ 226300 $ 34,366 17.9%
$ 13,646,340 $ 15,775,666  $2,129,326 15.6%

Note: For the Rural Delivery Service (RDS) the average represents the average bill for the three
members served under the rate, and for the Large Industrial Customer rate (LIC) the average
represents the average bill for the twenty industrial customers served under the rate.

*For the Smelters, the average represents the annual estimated Smelter billing amounts, as derived
from the Large Industrial Customer (LIC) rate, divided by 12.
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BIG RIVERS ELECTRIC GORPORATION
Cost of Service Study
Estimate of Retail Rate Increase

12 Months Ended
August 31, 2014

Current Proposed Increase Increase
Rural Delivery Service
Estimated Retail Rate ($/kWh)
All-In Wholesale Rate 0.056687 0.073381 0.016694 29.4%
Estimated Retail Distr Cost Adder 0.033000 :0.033000
Total Retail Rate Estimate 0.089687 0.106381 0.016694 18.6%
Estimated Billings ($/Nonth)
Monthly Usage 100 kWh $ 897 $ 1064 § 1.67 18.6%
200 $ 1794 % 21.28 § 3.34 18.6%
300 $ 2691 $ 3191 % 5.00 18.6%
400 $ 3587 % 4255 % 6.68 18.6%
500 $ 4484 % 53.19 §$ 8.35 18.6%
600 $ 5381 $ 63.83 $ 10.02 18.6%
700 $ 62.78 % 7447 $ 11.69 18.6%
800 $ 7175 §$ 8510 % 13.35 18.6%
900 $ 80.72 % 9574 $ 15.02 18.6%
1000 $ 89.69 $ 106.38 § 16.69 18.6% -
1100 $ 98.66 $ 117.02 % 18.36 18.6%
1200 $ 10762 % 12766 $ 20.04 18.6%
1300 $ 116.58 § 138.30 % 21.71 18.6%
1400 $ 12556 $ 14893 § 23.37 18.6%
1500 $ 13453 § 159.57 § 25.04 18.6%
Large Industrial Customer Service
Estimated Retail Rate ($/kWh)
All-in Wholesale Rate 0.048812 0.057552 0.008740 17.9%
Estimated Retail Distribution Cost Adder 0.002000 0.002000 :
Total Retail Rate Estimate 0.050812 0.059552 0.008740 17.2%
Estimated Billings ($/Month)
Monthly Usage . 500 kWh $ 2541 § 2978 § 4,37 17.2%
600 $ 3049 % 3573 §% 524 17.2%
700 $ 3557 § 4169 $ 6.12 17.2%
800 $ 4065 $ 4764 $ 6.99 17.2%
900 $ 4573 § 5360 $ 787  17.2%
1000 $ 5081 $ 5955 % 8.74 17.2%
1100 $ 5589 §% 65.51 § 9.61 17.2%
1200 $ 60.97 % 7146 $ 10.49 17.2%
1300 $ 66.06 $ 7742 % 11.36 17.2%
1400 3 7114 § 83.37 % 12.24 17.2%
1500 $ 76.22 % 89.33 §$ 13.11 17.2%
1600 $ 81.30 $ 9528 § 13.98 17.2%
1700 3 86.38 § 10124 % 14.86 17.2%
1800 $ 9146 § 107.19 § 15.73 17.2%
1800 5 9654 $ 11315 § 16.61 17.2%
2000 $ 10162 §$ 119.10 § 17.48 17.2%

Case No. 2012-00535
Exhibit Wolfram-7

Pano 1 nf1
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